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Joint Petition of the Paducah Water Works 

Transfer of Ownership and Control of the Hendron 
Water District to the Paducah Water Works. 

and the Hendron Water District to Approve the Case No. -- 

1. JURISDICTION 

The Kentucky Public Service Commission (PSC) has jurisdiction over this matter 
pursuant to KRS 278.01 5 and KRS 278.020(4). 

2. PETITIONERS 

a. The Paducah Water Works (“PWW’) was formed in the 1930’s pursuant to KRS 
Chapter 96. A copy of PWW’s 201 1 Financial Statement is attached hereto, and incorporated 
herein by reference as Exhibit “A.” 

b. The Hendron Water District (“District”) is a Kentucky water district established in 
1962 pursuant to KRS Chapter 74. A copy of the original ordinance establishing District is 
attached hereto, and incorporated herein by reference as Exhibit “B.” A copy of District’s 2010 
Annual Report to the PSC is attached hereto, and incorporated herein by reference as Exhibit 
“C.” 

3. TRANSFER AGREEMENT 

Subject to the approval of the Public Service Commission, the Kentucky Division of 
Water and applicable lending agencies, PWW entered into a transfer agreement with District, 
dated April, 16,2012, wherein District agreed to assign and transfer to PWW its entire water 
distribution system consisting of all assets, rights, privileges, debts and liabilities of every nature 
and wheresoever situated. A true and exact copy of said agreement is attached hereto, and . 

incorporated herein by reference as Exhibit “D.” 

The terms and provisions of the transfer agreement are most beneficial to the customers 
of District. In particular, by virtue of the transfer agreement, the customers of District will 
realize the following benefits: 

a. District’s customers are currently charged twenty percent (20%) more than PWW’s 
water rate to its customers. This twenty percent (20%) water rate differential shall be equalized 
for District customers immediately upon the consummation of this transaction. Other changes 
regarding capital replacement and extensions are outlined in numbered paragraph 8.2 of the 
transfer agreement. 
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b. The transfer agreement provides for the continued employment of some of the 
District’s employees or six months’ severance for those who are not continued . Additionally, 
the transfer agreement provides that PWW will assume full responsibility of operating and 
maintaining District’s water distribution system. Therefore, the customers of District will not 
only realize a greater revenue base, but also will be accorded the additional technical expertise 
and equipment which can be provided to the customers of District over and above the technical 
expertise and equipment which District could provide. 

4. PLAN OF OPERATIONS 

Upon approval by the PSC, the Kentucky Division of Water, and applicable lending 
agencies, PWW expects to commence operations of District’s water distribution system. The 
following matters shall be completed or substantially completed by the commencement date. 

a. Approval by the Paducah-McCracken County Judge/Executive of the dissolution of 
the District pursuant to the provisions of KRS 74.367. 

b. Transfer of all District assets to PWW. 

c. All long term debt, current and accrued liabilities of District shall either be 
assumed, refinanced or paid off by PWW. 

d. All non-management employees of District shall be offered employment by PWW 
or provided with severance as described in Numbered Paragraph 3 (b) above, under terms and 
conditions commensurate with PWW employees in a similar job classification. 

5. OUALIFICATIONS TO OPERATE DISTRICT 

PWW hereby affirms that it is ready, willing and able to provide water services to the 
customers of District. PWW has completed similar transactions three times since 1986. In fact, 
the last similar transaction, which was consummated with Reidland Water District in 1999, 
involved a treatment plant thus it was more complicated than the one contemplated in this 
transaction. PWW states that if this joint petition is favorably considered by this Commission, 
PWW will continue to employ persons experienced in the operations of water works systems, 
including some of the District’s employees who choose to accept employment with PWW, and 
that the water facilities received from District will be operated properly and in accordance with 
recognized and established standard and practices. PWW affirmatively states that it has the, 
“financial, technical, and managerial abilities to provide reasonable service” as required by KRS 
278.020(5). 

The joint applicants state that the transfer of District’s water distribution system to PWW 
is genuinely in the public interest, is reasonably necessary for the public convenience, necessity, 
health, comfort and well-being of the customers currently served by District, and that PWW can 
and will operate said facilities as part of its existing system on a sound financial basis. 
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6 .  REQUEST FOR EXPEDITED CONSIDERATION 

Because PWW’s next fiscal year begins July 1,2012, PWW requests an expedited 
approval of this application so that PWW may incorporate the District’s operations and capital 
planning into their upcoming budget. 

WHEREFORE, the Joint Petitioners pray that the PSC: 

1. Approve the transfer of the assets of District to PWW in accordance with the 
tenns and conditions set forth herein; 

2. Approve the dissolution of District after the transfer to PWW; and 

3. Provide to the Joint Petitioners such other relief as they may appear to be entitled. 

DATED: April, 5 3 5 3 0 1 2  

Respectfully Submitted, 

Bob Johnstd, Chairman 

HENDRON WATEFPISTRICT 

By: 

And 

DENTON & KEULER, LLP 

P. 0. BOX 929 

Telephone: (270) 443-8253 
PADUCAH KY 42002-0929 
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WILLIAMS. WILLIAMS & LENTZ, LLP 
CERTIFIED PUBLlC ACCOUNTANTS 

601 JEFFERSON 

PADUCAH, KMn!CKY 42001 

Independent Auditor's Report 

The Board of Directors 
Paducah Water Works 
Paducah, Kentucky 

We have audited the accompanying financial statements of Paducah Water Works, a component unit of the 
City of Paducah. Kentucky. as of and for the years ended June 30, 201 1 and 2010. as listed in the table of 
contents. These financial statements are the responsibility of the Paducah Water Works' management, Our 
responsibility is to express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Govenmrenr Auditing Standurds, issued 
by the Comptroller General of the United States. Those standards require that we plan and perform the audit 
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion. the financial statements referred to above present fairly, in all material respects, the respective 
financial position of Paducah Water Works. as of June 30, 201 I and 2010. and the results of its operations and 
its cash flows for the years then ended in conformity with accounting principles generally accepted in the 
United States of America. 

In accordance with Government Auditing Standurds, we have also issued a report dated September 23. 201 I, 
on our consideration of Paducah Water Works' internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements. and other matters. 
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standurds and should be considered in assessing the results of our audit. 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis on pages 2 through 6, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Government Accounting 
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial 
statements in an appropriate operational, economic, or historical context. We have applied certain limited 
procedures to the required supplementary infomation in accordance with auditing standards generally 
accepted in the United States of America. which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management's responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because the 
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance. 

, 
September 23,201 1 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

Management’s discussion and analysis o f  Paducah Water’s (PW) financial performance provides 
an overview of the financial activities for the fiscal year ended June 30, 201 1. Please rend i t  in 
coiljunction wi th the financial statements, which begin on page 7. 

Financial Hiphliehts 

PW’s net ;Lssets increased by $ I  .46 mill ion (3.8%) as a result o f  this year’s operations. 
Net income before capital contributions increased by $361 thousand to $ I  .25 million. 
Operating revenues increased by $967 thousand (12.3%) to $8.80 million, due to a full 
year of new capital replacement and expansion fee revenue which was an increase of 
$415 thousand and higher water sales which was an increase o f  $5’7 1 thousand. 
Operating expenses, excluding depreciation, increased by $197 thousand (3.5%) to $5.77 
mill ion due largely to higher variable costs tied to water sales from the previous year. 

- Usiw This Annual R e ~ r t  

This annual report consists of a series of financial statements: The Statement of Net Assets, The 
Statements of Revenues, Expenses. arid Changes in Net Assets and The Statement of Cash Flows. 
These statements provide information about the activities o f  PW and present a long-term vicw o f  
the finances. 

The Statement of Net Assets 

The Statement of Net Assets includes all o f  PW’s assets and liabilities and provides 
information about the nature and amounts of investments in resources (assets) and the 
obligations to creditors (liabilities). The difference between assets and liabilities i s  
reported as net assets. Over time increases or decreases in net assets may serve as a 
useful indicator of whether the financial position of PW is improving or  deteriorating. 

The Statement of Revenues, Expenses and Changes in net Assets 

The Statements of  Revenues. Expenses. and Changes in Net Assets identifies the 
revenues generated, expenses incurred and net assets changed during the period reported. 
This statement measures the success o f  PW’s operations over the reporting period and 
can be used to determine whether PW has successfully recovered all its costs through i ts  
water rates and other charges. 

The Statement of Cash Flows 

The Statement of Cash Flows provides information relating to PW’s cash receipts and 
cash disbursements during the fiscal year. The Statement reports net changes in cash 
resulting from operations, investing and financing activities, and helps the user assess 
where cash came from. what cash was used for. and what changes occurred in cash 
balances during the reporting period. 

-2- 
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Financial Analysis 

Net Assets 

Net assets may serve over time as a useful indicator of PW's financial position. Net assets were 
$40.39 million at June 30. 201 I .  compared to $38.93 at June 30, 2010, an increase of $ I  .46 
million or 3.8%. 

of Net Asseta 
(amounts emressed in thousands1 

Current and other assets 
Capital assets, net 

Total assets 

Current liabilities 
Long-term liibiliies 

Total liibiliiies 

Net assets: 
Invested in capital assets. 

Restricted 
Unrestricted 

net of related debt 

Total net assets 

AB of June 30, 
201 1 

$ 7,214 
41,272 
48,486 

1,859 
6,235 
8,094 

__ 

- 

34,873 
0 

5,519 
$ 40,392 
- 

2010 

$ 6,858 
38,042 
44,900 

2.393 
3,579 
5.972 - 

34,447 
0 

4,432 
$ 38,929 
-- 

I m a s e  
(Demase) 

$ 356 
3,230 
3,586 

(534) 
2,656 
2,122 

-- 

426 
0 

1,037 
$ 1,463 

Peraent 
changt, 

5% 
8% 
8% 

-22% 
74'20 
36% 

1 Yo 
0% 

23% 
4% 

By far, the largest portion of PW's nct assets reflects its investment in capital assets (Le.. util ity 
plant), less any related debt used to acquire those assets that is still outstanding. Although PW's 
investment in its capital assets is reported net of related debt, it should be noted that the resources 
to repay this debt must be provided from other sources. since the capital assets themselves are not 
intended to be used to liquidate these liabilities. 

The remaining balance of net assets represents unrestricted net assets and may be used to meet 
PW's ongoing obligations to creditors. 

The increase in net assets during the current fiscal year indicates an improved financial position. 

Chanpe in Net Assets 

While the Staternents of Net Assets show the make-up of PW's assets, liabilities, and net assets at 
yearend, the Statements of Revenues, Expenses, and Changes in Net Assets provide information 
on the source of the change during the year. The two sources of the increase in net assets of 
$1.463 million were income before capital contributions (formerly nct revenue) of $1.252 million 
and capital contributions oE $21 1 thousa2d. 
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Condensed Statements of Revenues. Expenses and Chanqee In Net Asset8 
(amounts exoressed in thousands) 

Operating revenues 
Nonoperating revenues 

Total revenues 

Operating expenses 
Nonoperating expenses 

Total expenses 

Income before capital 
contributions (formerly 
net revenue) 

Contributions 

Increase in net assets 

Beginning net assets 
Ending net assets 

Years ended June 30, 
201 1 

8,803 
14 

8,817 

5.772 
1,793 
7,565 

--.- 

1,252 

21 1 

1,463 

-. 38.929 
$ 40,392 

2010 

s 7,836 
20 

7,856 

5,575 
1,391 

- 6.966 

-- 
-~ 

890 

474 

1,364 

37,565 
$ 38,929 

Increase Percent 
(Decrease) Change 

s 967 12% 

961 12% 
(6) -30% 

197 4% 
402 29% - 
599 9% -- 

362 41% 

(263) - -55% 

99 7% 

1,364 4% 
$ 1,463 4% 
__-..____ 

Income before capital contributions increased by $362 thousand over the previous year mainly 
due 10 increased water sales revenue of $571 thousand and a full year of the new Capital 
Replacement and Expansion fee revenue resulting in an increase of $4 15 thousand. This fee was 
established to create another revenue stream which will allow aging transmission and distribution 
mains to be replaced as well as allowing for necessaFy expansions to the distribution system. 
This fee will be phased in over thirty months with the expected revenue being approximatefy $2 
million dollars annually. Increased revenue was offset by an increase in Operating Expenses of 
$197 thousand due mainly to increased variable costs associated with higher water sales. and a 
loss on disposal of Reidland water plant and tank of $314 thousand. 

CaDital Assets and Lone-Term Debt 

PW'S net investment in plant. lines. and other facilities increased by $3.2 million in FY 20 1 I .  
Major additions included the Reidland system upgrade ($2.78 million) a water main replacement 
in the Glenview area ($459 thousand), and main replacement at Hill, Bell, Markham streets ($274 
thousand). 

During FY 201 1 long-term debt increased by $2.656 million due to $2.83 I million in borrowing 
for the Reidland system upgrade project. The expected total of the debt for this project with the 
Kentucky Infrastructure Authority will be approximately $7.5 million to be paid over twenty 
years at one percent interest. Also, long-term debt totaling $60 thousand was with the Kentucky 
Infrastructure Authority assumed from Reidland Water District in 1999. This KLA debt will 
mature in 20 13. 
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BudPetan Controls 

PW operates its general activities in accordance with a budget adopted by its Board. As 
demonstrated by the statements included in the financial section of this report, PW continues to 
meet its responsibility for sound financial management. 

Total operating revenues for the period were $8.803 million compared to a budget of $8.365 
million. Total operating expense was under the budgeted amount for the fiscal year ended by 
0.56%. Actual operating expense was $5.772 million compared to a budget of $5.805 million. 
Net Revenue ended $104 thousand over budget fo r  the period. 

Currently Known-Facts, Decisions or Conditions 

This section discusses currently known facts, decisions or conditions as of the date of the 
auditor's report that are expected to have a significant effect on PW's financial position (Net 
Assets) or results of operations (Revenues, Expenses, and other Changes in Net Assets). 

PW has a significant percentage of water mains that are aging. Over the next twenty-five years 
these water mains will need to begin to be replaced at what will be a significant expense to the 
rate payers. Management estimates that nearly $100 million will need to be spent over the next 
fifty to sixty years replacing aging water mains. In FY2010, a Capital Replacement and 
Expansion fee was instituted for all customers based on meter size that will add additional 
revenue of approximately $2 million per year. This fee partnered with other operating revenue 
will begin to allow Paducah Water to address this issue. 

Requests for Additional Information 

This financial report is designed to provide a general overview of P W s  finances for all those with 
an interest in PW's finances. Questions concerning any of the information provided in this report 
or requests for additional information should be addressed to: 

Controller 
Paducah Water 
P.O. Box 2777 
Paducah, KY 42002-2377 

-5- 
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Statement of Income and Expense 
For the twelve months ended June 30,2011 

lamounts exoressed in thousands) 
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Operating revenue 

Operating expenses 
Pumping & purification 

Office & administrative 
Other 

Distribution & engineering 

Total expenses 

Net operating income 

Other income (expenses) 
Interest income 
Other 
Depreciation 
Interest on funded debt 
Amortization 

Net Revenue 

Actual 

$ 8,803 

2,165 
1,517 
1,410 
680 

5,772 

3,031 

-- 

14 
(315) 

(1,399) 
(77) 

I?) 
1; 1,779) -- 

$ 1,252 

Budget 

$ 8,365 

2,084 
1,530 
1,439 
752 

5,805 

2,560 

-. 

-- 

15 
0 

(1,350) 
(74) 

(3) 
(1,412) 

$ 1,148 
- 

Increase 
(Decrease) 

$ 438 

81 
(13) 
(29) 

-. 3 
(33) 

47 1 

(1) 
(315) 
(49) 
(3) 
1 

(367) 

$ 104 

Percent 
Oiff erence 

5 % 

4% 
-1% 
-2% 

-10% 
-1% 

18% 

-7% 
0% 
4% 
4% 

-33% 

26% 
9% 



BASIC FINANCIAL STATEMENTS 

Page 10 



PADIJCAH WATER WORKS 
STATEMENTS OF N E T  ASSETS 

JUNE 30 

Current Assets: 
Cash and cash equivalents 
Accounts rece i vable 
Material and supplies inventory 
Accrued unbilled revenue 
Other current assets 

Total current assets 

Capital Assets: 
Utility plant in service 
Construction in progress 

Totals 
Less accumulated depreciation 

Total capital assets 

Other Assets: 
Unamortized bond discount and debt expense 
Cash. designated 
Certificates of deposit, designated 

Total other assets 

Total assets 

LIABILITIES 

Current Liabilities: 
Notes payable, KIA 
Accounts payable, trade 
Other accnied expenses and current 

liabilities 

Total current liabilities 

Long-Term Debt: 
Notes payable, KIA 

Total long-term debt 

Total liabilities 

NET ASSETS 

Invested in  capital assets, net of related debt 
Unrestricted 

TOTAL NET ASSETS 

201 1 
$ 2298,823 

374.287 
508,702 
881,172 
972,33 1 

5,035.3 I 5 

60.670.548 
8,938,889 

69,609.43 7 
78.337.75 1 

4 1.27 ! ,686 -- 

6,053 
895,60 I 

1,276,930 

2.178.584 

48,485.585 

2010 
$ 2,173,532 

3 9 5.204 
442,669 
900,304 
773.669 

4,685,378 

61,159,749 
4,852.09 I 

66.0 1 1,840 
27,969,77 I 

38,042,069 

8,067 
895,467 

1,269,570 

2.173.104 

44,900,55 I 

I70.109 25.000 
7.52.832 1,377,9 I9 

990,047 

1,859.096 2,392,966 
- 936.155 

6,234,636 3,578,635 

6,234,636 3.5 78,635 

8.093.732 5.97 1.60 I 

34,872,994 34,446,50 1 
5.5 18,859 4,482,449 

$40,391,853 $38,928,950 

See notes to financial statements. 
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PADUCAH WATER WOHKS 
STATEMENTS OF REVENUES. EXPENSES, AND CHANGES lN NET ASSETS 

YEARS ENDED JUNE 30 

Operating Revenues: 
Metered water sales 
Fire protection fees 
Municipal water sales 
Collection fees and late payment charges 
Capital replacement fee 
Miscellaneous 

Total operating revenues 

Operating Expenses: 
Pumping and purification 
Transmission and distribution 
Office and administrative 
Other 

Total operating expenses 

Operating income 

Nonoperating Revenues (Expenses): 
Interest income 
Bond interest 
Amortizatian 
Other interest 
Depreciation 
Gain (loss) on disposal of capital asset 
Other 

Net nonoperating revenues (expenses) 

Income before capital contributions 

Capita1 Contributions: 
Connection fees 
All other 

Total capital contributions 

increase in net assets 

Net assets, beginning of year 

NET ASSETS, END OF YEAR 

201 1 2010 
$ 7,l 12,783 $ 6,541.5 I I 

114,613 I 14,033 
40.392 51,142 
284,336 28 1,664 
1,017,803 603 209 
2 13,204 244.673 

8,803, I3 1 7,834,232 

-- 

2,164,733 2,062,688 
I ,5 17,360 1.428,74 1 
1,409,855 1,273,742 
680,282 809.488 

5.574.659 5,772,230 

3,030.90 I 2,26 I .573 

--- 

13.523 17, I40 
(7.688) 

(2.014) (58 1 )  
(77,636) (5,673) 

( 1,398,787) (1.376.7 15) 
(3 14,274) 2,520 

( 182)- --- - 

( I  ,779.188) (1.37 I ,  179) -- - 

I .25 1,713 890.394 

178,860 
294,39 1 

196,880 
14,310 -- e 

21 1.190 473,25 I 

I.462.903 1.363.645 

38,928,950 37,565,305 

$40,391,853 $38,928,950 

See notes to financial statements. 
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PADUCAH WATER WORKS 
STATEMENTS OF CASH FL,OWS 

YEARS ENDED JUNE 30 

-- 
$ 2,131,274 $ 2,768,167 

Exhibit A 

Cash Flows from Operating Activities: 
Receipts from customers 
Payments to suppliers 
Payments to employees 

Net cash provided by operating activities 

Cash Flows from Capital and Related Financing 
Activities: 

Proceeds from KIA Loan 
Capital contributions 
Acquisitions of capital assets 
Proceeds from the sale of capital assets 
Proceeds from extinguishment of debt 
Principal paid on capital debt 
Interest paid on capital debt 

Net cash used by capital and related 
financing activities 

Cash Flows from Investing Activities: 
Proceeds from sales and maturities of investments 
Purchase of investments 
[nterest on investments 

Net cash provided by investing activities 

Net increase in cash and cash equivalents 

Cash and cash equivalents, beginning of year 

CASH AND CASH EQUIVALENTS, END OF YEAR 

Reconciliation of operating income to net cash provided by 
operating activities: 

Operating income 
Adjustments to reconcile operating income to net cash 

provided by operating activities: 
Changes in assets and liabilities: 

(Increase) decrease in accounts receivable 
(Increase) decrease in accrued unbilled revenue 
(Increase) decrease in inventory 
(Increase) decrease in other current assets 
increase (decrease) in accounts payable 
Increase (decrease) in accrued payroll 
lncrease (decrease) in other current liabilities 

NET CASH PROVIDED BY OPERATING ACTIVmlES 

See notes to financial statements. 
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201 1 2010 
$ 8,843,180- $ 7,650. I 8 I 

(4,283,323) (2,635, I 28) 
(2,428,583) (2,246,886) 

2,768, I67 - 2, I3 1,274 

2331.1 IO 3.5 13,635 
196,880 178.860 

(4,928,369) (4,88 1,908) 
2,520 

(30.00)  (25.000) 
(77.635) (12.1 10) 

(2.008,O 14) ( 1,224.003) 

I34 252, I26 
(7,494) (21,269) 
9,525 22.474 

253.301 - 2.165 

125,425 i ,797,495 

I .27 I 304 

.$ 3,194,424 $ 3,068,999 

-~.- 3.068-999 

$ 3,0.30,901 $ 2,261,573 



PADUCAH WATER WORKS 
NOTES TO FtNANCML STATEMENTS 

YEARS ENDED JUNE 30.201 1 AND 2010 

Note 1 - Summary of Simificant Accountine Policies: 

Reporting Entity 

Paducah Water Works is a municipal utility, purchased by the City of Paducah in 1930. The area served is 
virtually all of McCncken County, including two separate water districts, as well as a small portion of 
Marshall County and Graves County. 

Paducah Water Works serves 23,400 customers with 14,300 of these in the City of Paducah and the 
remainder in the areas previously described. The two water districts served have approximately 3,700 
c ustorners. 

Basis of Accounting 

Paducah Water Works' financial statements are prepared in accordance with generally accepted 
accounting principles (CAAP) as applied to governmental units. This requires the accrual basis of 
accounting for proprietary entities. The Governmental Accounting Standards Board (GASB) is the 
accepted standard-setting body for establishing governmental accounting and financial reporting 
principles. 

Paducah Water Works is a single fund government and a component unit of the City of Paducah with the 
Board of Directors appointed by the Mayor. Paducah Water Works has no oversight responsibility for any 
other entity since control or dependence is  determined on the basis of budget adoption, taxing autharity, 
funding, and appointment of the respective governing board. 

Basic Financial Statements 

Paducah Water Works' basic financial statements include the Statement of Net Assets; the Statement of 
Revenues. Expenses, and Changes in Net Assets; and the Statcment of Cash Rows. Paducah Water Works 
has only one fund that uses a set of self-balancing accounts comprised of i ts  assets. liabilities, net assets. 
revenues. and expenses. 

The statements are prepared on a full accrual. economic resource basis, which recognizes all long-term 
assets and receivables as well as long-term debt and obligations. 

Cash and Cash Equivalents 

For purposes of reporting cash flows, Paducah Water Works does not consider certificates of deposit. 
regardless of maturity, as cash equivalents. 

Materials and Supplies Inventory 

Materials and supplies inventory is valued at weighted average cost. 

Depreciation 

Depreciation is computed on the straight-line basis over the estimated useful lives of various classes of 
assets. It is Paducah Water Works' policy to include amortization expense on assetS acquired under 
capital leases with depreciation expense on owned assets. 

Distribution mains, service lines, standpipes, and tanks 
Booster station. raw water intake. and treatment plant equipment 
Meters 
Hydrants 
Buildings 
Other equipment 

60 years 
40 years 
25 ycats 
40 years 

40-60 years 
5-15 years 

(Continued) 
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PADUCAH WATER WORKS 
NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED JUNE 30,201 I AND 2010 

Note I - Summarv of Simificant Accounting Policies: 

Net Assets 

Net assets are displayed in three components: 

a. Invested in capital assets, net of related debt .. Consists of capital assets including restricted capital 
assets, net of accumulated depreciation, and unpaid debt financing. 

b. Restricted net assets - Consists of net assets with constraints placed on the use either by ( I )  external 
groups such as creditors, grantors, contributors, or laws or regulations of other governments; or (2) law 
through constitutional provisions or enabling legislation. 

c. Unrestricted net assets - All other net assets that do not meet the definition of "restricted" or "invested 
io capital assets. net of related debt." 

Capital Contributions 

Capital contributions are derived from three main sources: I )  customers, in the form of tap fees; 2) 
developers. when they construct and pay for water lines and then donate these additions to Paducah Water 
Works; and 3) other governments, in the form of grant contributions for capital assets. Developer 
contributions are recorded at the developer's cost and are depreciated over their estimated useful lives 
using the straight-line method. 

Employee Compensated Absences 

Employees of Paducah Water Works are entitled to paid vacations and sick days depending on job 
ctassification, length of service, and other factors; and, accordingly, Paducah Water Works has recorded 
the accrual in the accompanying financial statementsj. 

Operating Revenues and Expenses 

Operating revenues consist priniarily of charges to customers for the sale of water. Operating expenses 
consist of the cost of providing water, including administrative expenses. All other revenues and expenses 
are classified as non-openting. 

Accrued unbilled revenue represents the ponion of water service provided that was unbilled as of the end 
of the year. 

Bad Debts 

The Company uses the direct write-off method in recognizing bad debts expense. Generally accepted 
accounting principles require that the allowance method be used to reflect bad debts. However, the effect 
of the use of the direct write-off method is not materially different from the results that would have been 
obtained had the allowance method been followed. The Company expensed $27,759 and $37,794 in bad 
debts during the years ended June 30,201 I and 1010, respectively. 

Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that effect certain amounts and disclosures. 
Accordingly, actual results could differ from those estimates. 

(Continued) 
- I  1- 

Exhibit A 
Financial Statement of PWW 
Page 15 



PADUCAH WATER WORKS 
NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED JtJNE 30,201 1 AND 2010 

Note 1 - Summary of Sienificnnt Accounting Policies: 

Subsequent Events 

Subsequent events were evaluated through September 23, 201 1. which is the date the financial statements 
were available to be issued. 

Note 2 - Dewsib: 

The investment policies of Paducah Water Works are governed by the State statute. [n general, this 
requires that all deposits and investments, not covered by FDIC insurance, are to be collateralized. For the 
years ended June 30, 201 I and 2010. Paducah Water Works' financial institution balances were fully 
collateralized as required by State statute. 

Deposits consist of savings and checking accounts and certificates of deposit that mature in twelve months 
or less. The financial institution balances of Paducah Water Works' deposits were $4,615.437 for the year 
ended June 30,201 1. The book balance was $4.47 I .354 including $37, I77 of undeposited funds. Of the 
various financial institution balances at June 30, 201 I, $266,642 was insured by federal depository 
insurance, and the remaining balance was subject to custodial credit risk. Custodial credit risk is the risk 
that in the event of a bank failure. the District's deposits may not be returned to it. The remaining balance 
of $4,348,795 was uninsured and collateralized with securities held by the pledging bank's agent not in 
Paducah Water Works' name. 

Note 3 - Depreciation Fund 

At June 30. 201 I, cash includes $500,000 in the Depreciation Fund, which is designated. As required by 
the Bond Ordinance. Paducah Water Works transfers to the Depreciation Fund amounts from its General 
Fund to maintain [he minimum balance of $5OO,OOO. During the year ended June 30.201 I ,  these transfers 
to the Depreciation Fund totaled $1,030,762 ($408,146 for 2010). The Depreciation Fund is used for 
unusual repairs or replacements to keep the System in good operating condition or for constructing 
additions andor improvements to the System. A total of $460,370 ($0 in 2010) was withdrawn from the 
Depreciation Fund for additions and/or improvements during the year ended June 30, 201 1. Amounts 
from the Depreciation Fund can also be transferred to the Current Sinking Fund, if needed, to make an 
interest and/or bond payment. As of August 2010, receipts of connection fees charged are no longer 
deposited to (he Depreciation Fund. 

Note 4 - Cunital Assets: 

A summary of capital asset activity for the year ended June 30,201 1, is as follows: 

Balance Bnlance 
June 30.2010 Increases Decreases June30.2011 

Capital assets $ 66,O I 1,840 $ 4,942,678 $( I ,345,OB 1 ) $ 69,609.437 
Accumulated depreciation (27.969.771) (1,398.78D 1,030,807 .-(28,337,75 I )  

CAPITAL ASSETS, NET $38.042.069 3.542891 r3144 ZB.1 w 
Note 5 - Notes Payable, KIA: 

Notes payable, KIA represents financing from the Kentucky Infrastructure Authority. Interest rates range 
from 1.59% to 5.19%, with a .25% annual service fee. The annual requirements to amortize the 
outstanding debt as of June 30.20 I I ,  are as follows: 

(Continued) 
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PADUCAH WATER WORKS 
NOTES TO FLNANCIAL STATEMENTS 

YEARS ENDED JUNE 30.201 I AND 2010 

Note 5 - Notes Payable. KIA: 

Year Ending 
.lune 30 

2012 
2013 
2014 
2015 
2016 
20 I 7-202 I 
2022-2026 
2027-203 I 

T0TAL.S 

Note 6 - Chanpe in Lone-Term Liabilitv: 

Notes payable, KIA 
Notes payable, KIA Reidland bterchange 

TOTALS 

Principal 
$ 170,109 

3 12.850 
286.398 
289,989 
293.625 

1,524,283 
1,622,276 
1,905,215 

$25A&Zu 

Balance 
June 30,2010 

$ 90,000 
3,s 13,635 

&3JiWis 

Interest 
$ 42,625 

78,042 
72.947 
69,539 
6S,738 

272,672 
174,924 
- 72,007 

ii=JBU% 

Increases 

$ 

w 
2,831,l I O  

.25 % 
Service 

Fee 
$ 219 

252 
183 
I 74 
I65 
683 
4.38 
180 

s2L22A 

Total 
$ 212.953 

391,144 
359,528 
359,702 

1,797,638 
1,797,638 
1,977,402 

x9,s2a 

$2,255.533 

Balance 
Decreases ,June 30,201 I 

$30,000 $ 60,oOO 
-.- 6,344.745 

l i s L Q a Q -  
Note 7 - Emplovee Benefits: 

Pension Plan 

Plan Descriprion. Paducah Water Works contributes to the County Employees Retirement System 
(CERS), I cost-sharing multiple-employer defined benefit pension plan administered by the Kentucky 
Retirement Systems. CERS provides retirement, disability benefits, and death benefits to plan members. 
Retirement benefits may be extended to beneficiaries of plan members under certain circumstances. Cost 
of living (COLA) adjustments are provided at the discretion of the State legislature. Under the provisions 
of Kentucky Revised Section 6 1.645, the Board of Trustees of Kentucky Retirement Systems administers 
the CERS. The Kentucky Retirement Systems issues a publicly available financial report that includes 
financial statements and required supplementary information for CERS. That report may be obtained by 
writing to Kentucky Retirement Systems, Perimeter Park West, 1260 Louisville Road, Frankfort, KY 
40601 -61 24 or by calling (502) 5644646. 

Funding Poiicy. Plan members hired before January 2009 are required to contribute 5% of their annual 
covered salary, plan members hired after January 2009 are required to contribute 6% of their annual 
covered salary; and, Paducah Water Works is required to contribute at an actuarially determined rate. The 
current rate is 16.93% of annual covered payroll. The contribution requirements of plan members and 
Paducah Water Works are established and may be amended by the KRS Board of Trustees. The Paducah 
Water Works contributions to CERS for the years ended June 30, 201 1, 2010. and 2009, were $380,545, 
$350.6 I I, and $298,089, respectively, equal to the required contribution for each year. 

-13- 
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PADUCAH WATER WORKS 
NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED JIJNE 30.201 I AND 2010 

Note 7 - Employee Benefits: 

Health Insurance 

Beginning in the 2010 fiscal year. Paducah Water Works no longer has 3 self-insured health plan but 
rather a traditional health insurance plan through Anthem. A majority of the cost of the plan is borne by 
the Paducah Water Works. The medical benefits provide $500 out-of-pocket maximum per individual, 
and $ I  ,500 out-of-pocket maximum per family, as well as $250 and $750 deducrible per individual and 
family, respectively. Health insurance expense was $416,736 and $535.512 for years ended June 30. 201 I 
and 2010, respectively. 

Note 8 - Disclosures ReeardinP the Statement of Cash Flows: 

For purposes of the Statement of Cash Flows, the composition of cash and cash equivalents at June 30. 
20 I 1 and 20 10. is as follows: 

Cash and cash equivalents 
Cash, designated 

201 1 2010 
$2,298,823 $2,173,532 
_. 895,60,L . 895.467 

TOTAL CASH AND CASH EQUIVALENTS S s 2 k u i w a  slAa222 

Noncash capital and related financing activities: 

NONCASH CAPITAL CONTRlBUTIONS 

Note 9 - Other Current Assets: 

Other Cumnt Assets consisted of the following: 

Miscellaneous receivable 
Accrued interest receivable 
Prcpaid insurance 
Noble Road receivable 
Health insurance premium receivable 
Flex advance receivable 
Other 

TOTAL OTHER CURRENT ASSETS 

201 1 2010 
3 i - k L u m  

2011 
$ 535,004 

6,079 
1965 i 8 
140.03 I 
44,363 
25,084 
20,252 

%972.331 

2010 
$ 422,007 

2.082 
9 1,734 

I40,03 I 
83,454 
20.8 17 
f3.539 

$773.669 

(Continued) 
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PADUCAH WATER WORKS 
NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED JUNE 30,201 I AND 2010 

Note 10 - Other Accrued Expenses and Current Liabilities: 

Other accrued expenses and current liabilities consisted of the following: 

Accrued payroll and payroll withholdings 
Accrued sales tax 
City refuse and dumpster payable 
Sewer service collections payable 
Deposit collections payable 
Accrued sick and vacation time 
Other 

TOTAL ACCRUED EXPENSES AND CURRENT L.IAl3uLITIES 

Note 11 - Miscellaneous Revenues: 

Miscellaneous revenues consisted of the following: 

Returned checks 
Re-establ ished service 
Meter replacement 
Service calls 
New service 
Rents and miscellaneous fees 

TOTAL MISCELLANEOlJS REVENUE 

Note 12 - Other Operatint? Expenses: 

Other operating expenses consisted of the following: 

Legal and professional expenses 
Insurance expense 
Wellness Program 

TOTAL OTHER OPERATING EXPENSES 

-1s- 

201 1 20 10 
$ 88,419 $108,237 

24,684 20,93 I 
I 52.087 I 2 I ,228 
367.235 432,929 
32,590 53,095 

212,872 197,929 
58.268 55.698 

3.2kLLs- 

2011 
$ 5.763 

85.590 
14.700 
6,359 

77,256 
23,536 

20 IO 
$ 7,467 

99,549 
14,005 
8,629 

84,397 
30,626 

2011 2010 
$ 32.515 $ 62,999 
641,310 736,914 

6.457 9,575 
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WiL.LIAMS. WILLIAMS &. LEN'TZ. LLF 
CERTIFIED PUBLIC ACCOUNTANTS 

601 JEFFERSON 
PADUCAH, KENTUCKY 4200 1 

Report On Internal Control Over Financial 
Reporting And On Compliance And Other Matters 

Ilnsed On An Audit of Financial Statements Performed 
In Accordance With Government Auditing Stundarcls 

The Board of Directors 
Paducah Water Works 
Paducah. Kentucky 

We have audited the financial statements of Paducah Water Works as of and for the year ended June 30,201 I 
and 2010. and have issued our report thereon dated September 23, 2011. We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Guvenrrnenf Audifing Srandurds, issued by the Comptroller General 
of the IJnited States. 

Internal Control Over Financial Reporting 

In planning and pcrforming our audit, we considered Paducah Water Works' internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the 
financial statements. but not for the purpose of expressing an opinion on the effectiveness of Paducah Water 
Works' internal control over financial reporting. Accordingly. we do not express an opinion on the 
effectiveness of Paducah Water Works' internal control over financiat reporting. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
cmployees, in the normal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis. A nruteriuf weakness is a deficiency, or a combination of deficiencies, in 
internal control such that there is a reasonable possibility that a material misstatement of the entity's financial 
statements will not be prevented. or detected and corrccted on a timely basis. 

Our consideration of internal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in internal control over financial 
reporting that might be deficiencies. significant deficiencies. or material weaknesses. We did not identify any 
deficiencies in internal control over financial reporting that we consider to be material weaknesses. as defined 
above. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Paducah Water Works' financial staterneiits are free 
of material misstatement. we performed tests of its compliance with certain provisions of laws. regulations, 
contracts. and grant agreements. noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit; and. accordingly. we do not express such an opinion. The results 
of our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Goveniment Audirirrg Stundurds. 

We noted certain matters that we reported to management of Paducah Water Works in a separate letter dated 
September 23,201 1. 
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This report is intended solely for the information and use of management, (tie audit committee, Board of 
Directors. and City Commission of the City of Paducah, Kentucky aiid is not intended to be and should not be 
used by anyone other than these s@cified parties. 

September 23.20 I L 
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McCRACKEN COUNTY COURT 

JAMES SANDERS, SR., ET AL,  PETITIONERS EX PARTE SEEKING TEE 

ESTABLISWfilENT OF THE HI$NDRON WATER DISTRICT, 

" .  . ~. 
ORDER 

. e  

The  above, styled p e t i t i o n  coming on for b e a r i n g  h e r e i n  

i t  appearin:  t o  t t e  Court t h a t  r i o t i c e  cf the  Z i l in ;  of said 
t 

e t i t i o n  i n  t h e  forin d i r e c t e d  by t h i s  Cour t  was J a d e  i n  t he  

o t i c c ,  and IIC, o k j e c t i c n s  havin,; been r ' i l cJ  tlj .:;:e cerablish.;lcnt: 

iibi i B 
lblishina Ordinance - 
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AGREEMENT 

THIS AGREEMENT made and entered into this @day of -ApQiI, 2012, by and between 
I-IENDRON WA'I'EK DISTRICT, liereinafter referred to as "District," and I'ADIJCAH WATER 

WOKKS d/b/a Paducah Water, hereinafter referred to as "Systein"; 

W ITNESETH: 

WHEREAS, LXstrict desires to merge its entire water distribufion system with water distribution 
system of System, and System desires to acquire the water distribution system of District; and 

WI-lEI<EAS, District and System now desire to formalize their agreenient in writing; 

NOW, TI-IEKEFORE, for valuable considcration, the legal adequacy and sufliciency of which i s  
hereby acknowledged by all parties, the parties do covenant and agree as follows: 

1. TRANSFER AND ACCEPTANCE. 

I .  1 Description of A~reerneiit. Subject to the terms and conditions of this 
Agreeinent, District hereby agrccs to transfer unto System and System hereby 
agrees to accept from Ilistrict, District's entire wafer distribution system. 
Included in this transfer and acceptance are all rights in real property, all 
equipment and pcrsonal property, all water storage tanks, all easement rights, 
all water distribution facilities, all contract rights and accounts of District, and 
all cash on hand. It is the intent of District and System that this transfer and 
acceptance shall include all of District's assets, including both real and personal 
property: and all rights, and privileges of evciy kind and nature, and 
wheresoever situated. 

I .2 Title to be Delivered. District agrees to transfer marketable fce siinple title to all 
of [he real and pcrsotial property of District, which property shall not be subject 
to any lien or adverse interest of another except as may bc acceptable to Systcm. 
System shall, at its cost, have a title examination perfonlied on the property 
transferred herein. 

i .3 Documents of Transfer. District shall execute all documents of transfer, including 
appropriate and recordable decds of conveyance and bills of sale. All documents 
of transfer shall he duly authorized by appropriate resoltition of District. 

I .4 Assumption of Debt and Contract.&reements. In Consideration of 
the transfer of the property of District to System, System agrees that it  shall 
assume all ofthe debt of District on the date ofclosing. Additionally, System 
shall accept and honor all legally binding contractual agreements of  District with 
its customers and developcrs, including all pay back contract, if any. However, 
these assumption provisions shall only be valid and enforceable subject to the 
following conditions: 

I .4. I District shall use best efforts to identify to System all District debts 
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and contracts; and 

2. 

1.4.2 A11 conditions precedent to closing shall have been filly satisfied and 
complied with. 

REPRESENTATIONS AND WARRANTIES OF DISTRICT. 

2.1 

2.2 

2.3 

2.4 

2.5 

Merchantable Title. District hereby represents and warrants to System that it has 
tiill and complete mcrchantable title to its real and personal properties. System 
may waive any defect at its option. 

Condition of Facilities. District hereby represents that to the best of its 
knowledge its facilities are in compliance with all federal, state, and local law. 

Financial Condition of District. District hereby represents that to the best of its 
knowledge the last audit substantially rcpresents the District's financial condition. 

Adverse Proceedin% District hereby represents to System that to the best of its 
knowledge it is not presently a party to any judicial or administrative 
procccding, nor has it knowledge of any threatened or imminent judicial 
or administrative proceeding. 

Opcrations. District hereby represents to System that to the best of its knowledge 
the operation of its water distribution system has been and continues 
to be in compliance with all federal, state, and local regulatory law. 

3. OBLIGATIONS OF DISTRICT PRIOR TO CLOSING. 

3.1 Obligations to Continue Manavement of Facilities. From and after thc date of the 
execution of this Agreement to date ofclosing, District shall continue the 
management, operation, and maintcnance of District's watcr distribution 
system in a sound and reasonable manner and in accordance with standard water 
distribution practices. Additionally, District shall continue to collect its water 
charges from its customers in the usual and customary manner, and shall 
maintain good operating and accounting records. 

3.2 Prohibition Against Further Liability and Expenditures. From and after the date 
of the execution of this Agreement to date of closing, District shall not incur any 
additional liability or debt nor make any expenditure of funds unless such 
liability, debt, or expenditure is reasonably necessary to the continued operations 
of District, or District's compliance with its obligations as herein assumed. 
Additionally, District shall not enter into any additional contractual 
relationship with any of its customers which is not in the ordinary course of 
business unlcss the prior written consent of System is obtained. 

3.3 Information to be Disclosed to System. District shall make reasonable efforts to 
identify to System each and evcry, liability, debt and contract to be assumed by 
System as provided for herein, and provide to System any agreements, 
documents or writings evidencing same. Additionally, District shall provide to 
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I 5.1 . I  

5.1.2 

5.1.3 

5.1 "4 

5.1.5 

5.1.6 

5.1 "7 

5.1.8 

5.1.9 

Title to the real and personal property transfered herein shall be 
marketable fee simple title free and clear of all liens or adverse interests 
except those acceptable to System; 

The transfer and acceptance shall .be approved, if lcgally 
necessary, by the City Commission andor the Fiscal Court; 

The transfer and assignment shall he fully and finally approved by 
applicable state and federal agcncics, specifically including the Public 
Service Commission; 

The debts to be assumed by System as provided for herein are 
acceptable to System at its discretion; 

The liabilities to be assumed by System as provided for herein are 
acceptable to System at its discretion; 

The contractual agreements to be assumed by System as providcd 
for herein are acceptable to System at its discretion; 

District shall be solvent and in a good financial condition; 

The real and personal property to be transferred herein shall be in an 
acceptable condition and state of repair; 

AI1 other representations and warrantics of District to System have been 
fully satisfied and complied with; and 

5.2 Satisfaction of Conditions Precedent. On the dale of closing, all of the 
above-rcferenced conditions precedent shall be h l ly  satisfied and complied with. 
In the event anyone of the aforesaid conditions precedent is not fully satisfied 
and complied with, System, at its option, may terminate this Agreement, and 
upon such termination, the Agreement shall be of no furthcr lcgal force and 
effect. Upon such termination, the Distinct shall not he liable to System in any 
manner whatsoever. 

6. CLOSING. 

6.  I Datc and Place of Closing. Upon System's determination that all conditions 
precedent have been hl ly  satisfied and complied with, System shall immediately 
give written notice of such fact to the District. Closing shall take place as soon as 
practicable following the date of said notice, but in no event shall it be more than 
90 days from notice. 

6.2 Documents of Transfer. At the time of closing, District shall tender to System 
properly executed documents of transfer including appropriate resolutions of 
District authorizing the transfer and appropriate deeds of conveyance and bills of 
sale. Additionally, at the time of transfer, District shall tender to System all of its 
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respcctively. O n  July 1, 2015 the fee will be equalized with all other 
system customers. Charges for larger meters are based on meter size. 

8.3 Future Rate Increases. Water rate increases to the District's customers 
shall be based on the same percentage given to all customers of the same 
class uniformly across the System. 

8.4 Expansion of District Water Distributions. System shall use its good faith and 
good business, engineering, and operational practices to establish water system 
expansions and improvements which are necessitatcd by reason of the growth 
and development of the present area in District. Any necessary water system 
expansion and improvemcnts shall be addressed and implemented by System in 
accordance with the samc genera1 practices and standards which System utilizes 
in relation to its other Customers. Additionally, any future meter setting fees, for 
ncw, non-existing extensions, for any customers located within District, shall be 
calculated and established in the same manner as the meter setting fecs charged 
by System lo its customers of similar class accordance with the same general 
practices and standards. 

Systcm shall make evcry good fait11 effort to perform water system extensions 
and improvemcnts so as to aid the growth and prospcrity of the District area. The 
foregoing notwithstanding, all water extensions and improvements shall remain 
in the discretion of System and shall at all times be subject to prudent business 
practices and standards for water utilities. 

8.5 Real Property Transferred at Time of Closin~-Use bv Svstem. All real property 
which is transferred by District to System at time of closing shall be held by 
System and/or uscd by System for water distribution and supply purposes only. 

8.6 District's Debts. System agrees to pay and satisfy all assumed debts of District in 
accordance with the arrangements made by District to its various creditors. 

8.7 District's Contracts. System agrees to assume and perform all contractual 
obligations of District. 

8.8 District's Attorncv Fees. Systcm agrees to pay and satisfy reasonable and 
necessary attorncy fees, if any, incurred by District in seeking Public Service 
Commission approval of this Agreement. 

8.9 District Employees. 

8.9.1 Offer of Employment. System shall offer employment to one 
office employee, the one with longest service, and to all the remaining 
outside distribution employees of District or, at the option of System, in 
order to avoid duplication and undue expcnse to rate payers, the System 
may offer to select employees a Severance Agreement which will 
provide a lump sum cash payment of an amount equal to six months of 
the employees base salary at District, as of the date of this agreanent. 
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9. 

Acceptance or non-acceptance of a severance offer will be solely at the 
option of the employee. 

8.9.2 Wages and Benefits. District employees who accept employment with 
System shall be given a salary and benefits commensurate with System 
employees in a similar job classification, as determined by System. 
Current System employee wages and benefits are attached hereto, for 
illustration purposes, as Exhibit "B".. District employees' years of service 
sliall be carried over in regard to vacation and sick leave and there will 
be no waiting period for insurance benefits. Retirement benefits shall be 
camed over in compliance with ERlSA 

8.9.3 Policies and Duties. District employees shall be subject to the same 
employment policies and job regulations as System's current employees 
and shall perfonn job duties as directed by System in its discretion. 

8.10 Storage Tanks. System shall maintain the name of the immediate area 
around any elevated storage tank along with the logo of the System. 

8.1 1 Graves County Customers. 

8.1 1. I System shall assume full responsibility for providing a quality water 
supply to the District customers residing in Graves County ("Graves 
County Customers"). System sliall treat all Graves County Customers 
in all respects the same as all other System Customers. 

MISCELLANEOUS. 

9.1 Rcference to Svstem's General Practices and Standards. The references in this 
Agreement to System's "general practices and standards" shall be defined to 
include not only the general practices and standards presently utilized by System, 
but additionally, any othcr practices and standards which may be utilized by 
System in the future, so long as said general practices and standards trea! Dislrict 
Customers in all respects the same as all other System Customers. Nothing 
contained in this Agreement shall impair or limit System from amending or 
modifying its general practices and standards, or implementing new practices and 
standards. The intent of thc parties hereto is merely that the District customers 
shall be treated as all other System Customers, as they are presently treated by 
System and as they may be treated by System in the future. 

9.2 Entire Avreement. This Agreement represents the entire agreement by and 
between the parties hereto, and all prior promises, representations, covenants and 
understandings are fully merged herein. There are no other promises, terms, 
conditions, or obligations other than those specifically contained herein. 

9.3 Camions. The captions appearing in this Agrecmenl have been asserted for the 
purpose of convenience and ready reference. They do not purport to, and shall 
not be deemed to, define, limit, or extend the scope or intent of the clauses to 
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which they pertain. 

9.4 

9.5 

9.6 

9.7 

9.8 

9.9 

9.10 

A ~ ~ l i c a b l e  Law. It is mutually understood and agreed that this Agreement shall 
be governed by the laws of the Commonwealth of Kentucky as to both 
interpretation and performance. 

BindinE Effect. This Agreement shall bind and inure to the benefit of the parties 
hcrcto, and each of their respective successors and assigns. 

Assipnnient. This Agrecment, any interest herein, or any claim arising hereunder, 
shall not be transferred by either party without the prior written consent of the 
other party. 

Noticcs. Notice to System and District shall be given at the following addresses: 

System District 
40 1 Washington Street 
P. 0. Box 2377 
Paducah, Kentucky 42002-2377 

441 0 A T Massa Drive 
Paducah, Kentucky 42003-901 5 

Severabilitv. The parties agree that if a court of competent jurisdiction holds 
anyonc or morc of the paragraphs or subparagraphs of this Agreement to be 
invalid or ineffective for any reason, any such paragraph or subparagraph will be 
deemed separate from the remainder of this Agreement and will not affect the 
validity and enforceability of the remaining provisions. 

Indemnification. From and after the date of execution of this Agreement and after 
the closing, Systcm agrees to fully indemnify and hold harmless the District, or 
any of its commissioners individually, from any claim by any persons by reason 
of the District entering into this Agreement or obligations which flow therefrom, 

System agrees to fully indemnify and hold harmless the District and its 
commissioners individually from any and all liability, costs, and damage becausc 
of injury of any person or damage to or destruction of property incident to or 
arising out of any act or request of System performed by thc District or System 
afler the entering of this Agreement and prior to the closing. 

It is clcarly understood that System assumes all rights, obligations, debts, claims, 
or contingent claims of District at the time of closing and will hl ly  indemnify 
and hold harmless the District or its commissioners individually from any such 
obligation, debt or claim. 

District Office. The District's present office will remain open for not less than 
one month afier the date of closing for paving of accounts and customer service. 
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.\ 
IN WITNESS WHEREOF, the parties hercto have set their hands on the date first above written. 

HENDRON WkTER DISTRICT 

Title: Chair ohendron  Water District Board 

PADIJCN-I WATER WORKS d/b/a 
PADUCAH WATER 

By U . R .  .- 

Title: Chair of Paducah Water Board 

STATE OF KENTUCKY ) 

COUNTY OF McCRACKEN 1 

Subscribcd and Sworn to beforc me this /6 day of d#, a,, 2012, by 
burry ~ F P P b o p r  1! 

My commission expires: c /4-& 
IdBp- &- 463 742 ->n (7.u 

/ 
NOTARY PUBLIC, STATE AT LARGE 

STATE OF KENTUCKY 1 

COUNTY OF McCRACKEN 
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Contract Wage & Benefit Exhibit 
March 1,2012 

Current Union Contract Wage Scale Effective March 1,2012: 

Office: 
Meter Reader $14.12 

Distribution: 
Utility Inspection & Maintenance $21.14 
Operator $20.79 
Laborer $19.92 

Treatment Plant: 
Control Systems Specialist 
Maintenance 
Operator 

$27.24 
$2 1 "47 
$2 1.34 

New union employees IO the utility start at 80% of the classification wage rate and advance 5% per ycar 
until they rcach the maximum of thc classification. Annual contract increases are also given. 

Non-Union Staff Salary Ranges: 

Customer Service Representative 
Distribution Foreman 

$ 1  7.48 
$27.24 

Benefits 

Health & Dental: 
Fully paid family plan with a maximum cast cap. Currently all the employecs are paying $40.38 or 
$17.31 per week toward the cost of the coverage with the company paying the rest. 

Other Benefits Provided: 
Life Insurance 
Holiday Pay Schedule 
Vacation Leave 
Sick Leave 
Miscellaneous 

EXHIBIT A 
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